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SUB J : ARAB FUNDS AND OVERSEAS AMERICAN BANKS 

1 . GOL BANKING COMMISSIONER ALBERT DONDELINGER HAS 
RAISED THE QUESTION OF SECURITY OF ARAB FUNDS WHICH MIGHT BE 
DEPOSITED AT AMERICAN BANKS IN LUXEMBOURG. DONDELINGER RECENTLY 
VISITED SAUDI ARABIA, IS OBVIOUSLY INVOLVED IN NEGOTIATIONS 

AND WOULD LIKE TO GIVE UARANTEES FOR BANKS LOCATED IN 
THIS FINANCIAL CENTER. 

2. THE OCCASION FOR THE INQUIRY WAS THE VISIT OF THE 
CHAIRMAN OF THE BOARD OF AMERICAN FLETCHER CORPORATION 
AND NATIONAL BANK, MR. FRANK E. MCKINNEY, JR. AMERICAN 
FLETCHER IS ONE OF FOUR U.S. BRANCH BANKS HERE ALONG 
WITH SEVEN SUBSIDIARIES OF U.S. PARENT BANKS. AMERICAN 
BANKS RANK SECOND IN NUMBER TO GERMAN BANKS HERE IN 

A TOTAL FOREIGN BANKING COMMUNITY OF EIGHTY. 
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3. LUXEMBOURG'S POLICY OF BANKING SECRECY GIVES ADEQUATE 
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ANONYMITY TO BANK CLIENTS. ALSO, ACCORDING TO AN AMERICAN BANKER, 
THE FEDERAL FRESERVE IS CONCERNED MORE STRICTLY WITH BANK LOANS 
(CREDIT SIDE) THAN DEPOSITS (LIABILITY SIDE). 

4. DONDELINGER'S HYPOTHETICAL QUESTION CONCERNED THE 
POLICY OF THE U.S. GOVERNMENT IN THE EVENT OF A SAUDI 
ARABIAN EMBARGO OR OIL TO THE U.S. AND, MORE PRECISELY, 

WHAT WOULD BE THE POSITION OF AMERICAN BANKS IF CONGRESS 
ENACTED A FREEZE ON SAUDI (OR ARAB) DEPOSITS IN U.S. 

BANKS. MR. MCKINNEY EXPRESSED THE OPINION THAT U.S. 

BRANCHES CLEARLY WOULD BE LEGALLY REQUIRED TO COMPLY 
WITH ANY SUCH FREEZE. HE ALSO WENT FURTHER TO ASSUME 
THAT DESPITE THE LEGAL DISTINCTION OF SUBSIDIARY AS A 
LUXEMBOURG AND NON-U.S. ENTITY IT WOULD BE UNREALISTIC 
TO EXPECT A SUBSIDIARY OF U.S. PARENTAGE NOT TO COMPLY 

AS WELL. 

5. ACTION REQUESTED: EMBASSY WOULD APPRECIATE GUIDE- 
LINES ON THE SECURITY QUESTION OF ARAB FUNDS IN U.S. 

BANKS OVERSEAS. THIS ISSUE WILL AFFECT ABILITY OF 

U.S. BANKS HERE TO ATTRACT ARAB FUNDS, EVEN 
FROM THOSE NATIONS FAVORABLY DISPOSED TO USE U.S. 

BANKING FACILITIES. ALSO, WE WISH TO BE ABLE TO 
ANSWER COMMISSIONER DONDELINGER WHEN HE NEXT RAISES 
THE SUBJECT. GINN 
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